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Since taking office Dec. 10, Argentine President Fernando de la Rua has focused on economic issues
and corruption. The government has reached an agreement with the International Monetary Fund
(IMF) for a US$7.4 billion standby loan, but the IMF conditions will be difficult to sell. In midJanuary, after a month in office, de la Rua and Vice President Carlos "Chacho" Alvarez said the
problems they inherited from former President Carlos Saul Menem were much more serious than
they had anticipated.
Heading the list was the fiscal deficit, which de la Rua said was closer to US$10 billion than the
US$4.5 billion Menem had indicated before leaving office. They also promised to end the "party
atmosphere" that marked Menem's administration. On Jan. 7, de la Rua issued a directive barring
public officials from receiving gifts from government contractors or those applying for government
contracts. The directive also requires public officials to file a sworn financial declaration upon taking
a position and upon leaving it.
Two weeks later, the president called on leaders of the administration to put into practice a 20-point
code of ethics, to be "implacable toward corruption," and to remember that they are "serving the
nation and the people."

Corruption fight angers former president
Menem threatened the administration in late January, saying he would reveal its "secrets" if
it continued to go after former members of his government for corruption. Alvarez, the most
outspoken member of the new administration, said Menem's remarks "appear to come straight out
of the script of The Godfather." He said, "Nothing will stop the process to shed light on what has
happened."
Menem has made clear his intention to run again in 2003. But his plans to use his leadership of
the Partido Justicialista-peronista (PJ) as a base for his campaign have not been warmly received
by many party leaders upset at the mounting charges of corruption against Menem collaborators.
"Menem wants to occupy the leadership of the opposition," said political analyst Resendo Fraga,
adding that this desire is becoming more urgent with the growing denunciations against members
of his administration.
Social Welfare Minister Graciela Fernandez Meijide, who has long called for Menem's prosecution,
said, "If he knew about corruption and did nothing about it, that amounts to malfeasance." Menem
says he has nothing to hide and any investigation into his actions would merely be a political effort
to stop his next run for the presidency.
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On Jan. 19, Menem warned that the country could fall into a "very deep crisis" and he criticized de
la Rua for "sowing hatred and resentment." The criticisms followed the government's decision to
withdraw from the PJ-aligned Confederacion General del Trabajo (CGT) control of a US$360 million
fund earmarked for the health needs of union members. Menem gave the unions control of the fund
shortly before leaving office.
Political analysts saw the move as his reward to the unions for their 10 years of loyalty. Rodolfo
Daer, head of the CGT, immediately criticized the government action and threatened to call a
general strike. Alvarez and other administration officials said the change was made to ensure
transparency in the fund's administration.

Investigations continue
The administration's response to Menem's veiled threats has been to forge ahead with the
investigations. So far, they have led to the indictment of Victor Alderete, who ran the Plan de
Asistencia Medica Integral (PAMI). Alderete is accused of skimming money earmarked for hearing
aids, taking kickbacks from companies providing physical therapy, and keeping files on critics,
including journalists. He left the PAMI with a US$1.479 billion debt (see NotiSur, 1999-12-17). "We
found an institution almost bankrupt and in economic disarray," said inspector Cecilia Felgueras,
turning in the first report on the investigation of the agency.
The de la Rua administration is also committed to dismantling the "privilege pensions" that have
become commonplace, especially in La Rioja province. The administration says the province
continues to grant pensions to people without the required years of contributions or who have not
reached retirement age, despite national laws prohibiting such practices. Several close Menem
associates receive questionable "privilege pensions," including former labor minister Antonio
Erman Gonzalez and his son Luis Eduardo.
Luis Eduardo Gonzalez receives a monthly salary of US$4,800 as head of a state agency in La Rioja
and was granted a monthly "privilege pension" of US$1,891. Only 38 years old, he has contributed
to the retirement system for 19 years, 11 less than required to receive a pension. Antonio Erman
Gonzalez resigned as Labor Minister in May 1999 after the local press reported that he was receiving
a pension of close to US$8,000 a month while collecting a salary of US$9,000 a month (see NotiSur,
1999-06-04).
Gonzalez, also a former defense minister, is still under investigation in the illegal sale of arms to
Croatia and Ecuador (see NotiSur, 1998-09-18). Recently, he declared a net worth of US$1,792,632
with the Office of Public Ethics. In 1993, his declared net worth was US$213,418. De la Rua pushes
economic reforms On Jan. 3, an Alianza communique defended de la Rua's tax increases, which
strongly affect the middle class that supported the Alianza in the election. "The struggle against
exclusion and injustice has begun," said the document.
The Alianza said that under the tax reform, approved by Congress in early January, "those who
have more will pay more," and it will "have a positive influence on competition, growth, and
employment." The government hopes the reform will provide an additional US$1.9 billion, added to
US$1.4 billion in public-spending cuts, to keep the public deficit below the target of US$4.5 billion.
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But for Alvarez, the tax system has structural problems that still need attention. "The problem has
to do with the monstrous amount of evasion, US$20 billion, and a very regressive tax structure."
He said the regressive nature of the tax structure is shown in the high value-added tax (Impuesto
al Valor Agregado, IVA). When Menem took office, the IVA was 13% and when he left office, it was
21%. "Tax reform is incomplete," said Alvarez. "We have to incorporate the financial sector in a
structural reform and be very tough with those who have more resources and who participated in
Menem's fiesta."

IMF approves loan but with tough conditions
On Jan. 29, the IMF said it had reached an agreement with Argentina. The Argentine government
confirmed the approval of a US$7.4 billion three-year standby-loan package to support its economic
and fiscal reform plans.
"We have reached agreement on the principles and the details of a program that the management
will be presenting to the board of the IMF when final technical details have been completed," said
IMF Deputy Managing Director Stanley Fischer. "We have done part of the job and we know that
we have a lot of work to do in the next months, but the government of Argentina has shown its
determination to go on with structural reforms and reduction in the public deficit," said Argentina's
Economy Minister Jose-Luis Machinea.
The structural reforms demanded by the IMF include passage of labor reforms and privatizing the
Banco Nacion. It also wants a biennial budget and a fiscal contingency plan should the tax reform
and spending cuts not produce projected results. It wants major changes in the financial structure
of the provinces, including folding in provincial accounts with those of the central government in a
new deficit target.
Argentina's central government and the provinces missed all the IMF deficit targets in 1999 during
the deep recession brought on by emerging-markets crises and a devaluation by Brazil, its top
trading partner. The labor reforms called for by the IMF include a cap on severance pay, salary
negotiations by each business, an increase in the probation period of an employee, and changes in
vacation benefits.
Changes in the retirement system include increasing the minimum age for eligibility. Menem and
the pro-PJ unions oppose the reforms, but the CGT has agreed to begin talks with the government
to find common ground. Only 40% of the economically active population (EAP) has regular, steady
work, but one of every three works overtime, and half of those do so without any compensation.
The government is using this grim picture to urge passage of the labor reforms that it says will
increase good jobs and improve productivity. [Sources: The New York Times, 01/02/00; El Nuevo
Herald (Miami), 01/21/00; Spanish news service EFE, 01/03/00, 01/05/00, 01/07/00, 01/19/00, 01/27/00;
Reuters, 01/18/00, 01/19/00, 01/24/00, 01/25/00, 01/27/00, 01/29/00; CNN, 01/09/00, 01/23/00, 01/30/00;
Clarin (Argentina), 01/08/00, 01/18/00, 01/20/00, 01/24/00, 01/28/00, 01/29/00, 02/01/00]
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